
UNITED STATES GENERAL ACCOUNTING OFFICE 
WASHINGTON, D.C. 20548 

APR 17 1979 

Ier . Elijah F. Fcgers 
City Administrator 
Washington, C.C. 20004 

Cear Mr. Eogers: 

The General Accounting Office studied the I)istrict’s 
initial efforts to establish a municipal bond Frogram, the 
related planning for and administration of capital improve- 
ments scheduled for bond financing, the criteria for including 
items in the capital budget, and the estimated outstanding 
debt and debt service expense for fiscal years 1979 through 
1985. Ke have considered Cistrict officials’ comments in 
this report. 

Although the Cistrict’s bond Frogram has been delayed 
pending improvements in the City’s financial management 
system, we believe our recommendations on the planning 
and administration of capital improvements (pp. 9, i8 and 
24) should be implemented as soon as possible and our 
recommendations on the bond program (pp. 25 and 29) should 
be implemented before it is reinstituted in 19El. 

The Cistrict had $1.23 billion of outstanding debt at 
the end of fiscal year 1977 and it estimates borrowings tc 
increase to about $2.55 billion at the end of fiscal year 
1985. The expected financial commitment through 1985 will 
bring the City closer to its legal debt ceiling (about 
2.6 percent from the limit). This condition requires a 
system that Frevents unnecessary borrowings and costs and 
insures fundsng of projects tl?at support high priority 
city-wide goals. The District needs to improve its capital 
project planning system by 

--developing Froject plans that meet city-wide goals 
as well as individual agency goals. 

A’ 
e-establishing priorities to aid in selecting projects 

for construction. 
J 



--insuring that project justifications are complete 
and based on reliable and accurate data; &L/ 

--revising guidelines for distinguishing between 
capital and operating items. 

Also, the District needs to issue procedures that 
clearly delineate responsibilities for administering the 
bond program and establish guides to aid pers 
carrying out related day-to-day activities. t 
U needs to make accurate estimates of water and sewer 
revenues to support the soundness of issuing revenue bonds. 4 Details regarding these matters are included in Enclosure . 

Copies of this report are being sent to the Mayor 
of the District of Columbia: the Council of the District 
of Columbia; the Assistant City Administrator for Budget 
and Resource Development; the Assistant City Administrator 
for Financial Management: the Acting Inspector General of 
the District of Columbia; and the District of Columbia 
Auditor. 

We would like to express our appreciation to the 
District's staff for the courtesies and cooperation extended 
during our study. Please let us know within 60 days the 
actions taken on the matters discussed. If you have any 
questions, please call me on 727-1873. 

Sincerely yours, 

Assistant Director 

Enclosures 

-2- 



ENCLOSURE I 

OBSERVATIONS ON THE 

DISTPICT C’F COLUMBIA'S 

MUNICIPAL BOND PROGRAM 

ENCLOSUREl I 



Contents ---a---- 

ENCLOSURE 

Page 

I TEE BOND PROGRAM AND RELATED CAPITAL 
PROJECT PLANNIB?G ANP ADMINISTRATION 
SHOULD BE IMPROVED 

Summary of improvements needed 
District is approaching its legal 

debt limit 
Capital investment process 

IMPROVEMENTS IN PLANNIFG CAPITAL 
PROJECTS ARE NEEDED 

Priorities are not formally 
communicated to agencies before 
capital project plans are prepared 

Conclusion 
Recommendation 
Complete and accurate project proposals 

needed 

5 

z- 8 
Cost estimates are not accurate 
Cost estimates affect amount of 

183 

bond financing 
Conclusions 
Recommendations 
District's criteria may allow operating 

17 
18 
It! 

items in the capital budget 19 
Conclusions 24 
Recommendations 24 

IMPROVEMENTS NEEDED BEFCRE BOND PROGRAM 
IS REINSTITUTED 

Formal bond issuance procedures needed 
Conclusion 
Recommendation 
Accurate water and sewer revenue 

forecasts are needed 
Conclusion 
Recommendation 

II Summary of FY 1980 Permanent Improvements 
Request.and CIP-TAC Recommendations 

III Memorandum from Special Assistant to the 
Mayor to the Heads of Selected Agencies 

IV Summary of the Capital Budget Process 

V CIP-TAC's Criteria for Evaluation of 
Permanent Improvements Program 

1 
1 

1 
5 

24 
25 
25 
25 

25 
28 
28 

29 

30 

34 

36 



ENCLOSURE I 

TEE EONP PROGRAM AND RELATED CAPITAL 
PFOJECT PLANNING ANC ADMINISTRATION 

SHOULD EE IMPROVED - . 

EPCLOSURE I 

Summary of improvements needed 

The District’s capital project planning is conducted at 
each agency and is directed toward meeting agency goals not 
city-wide goals. Under the Fresent system, there is no list 
of city-wide priorities so officials cannot rank capital 
projects in order of importance. Therefore there is no 
guarantee that the limited funds available are used to 
finance projects supporting high priority city-wide goals 
before lower priority projects. 

Capital project justifications, scopes of work, and cost 
estimates have not been as complete and accurate as they 
should be. Project justifications and scopes of work must 
be complete and accurate to determine whether projects 
should be undertaken and to estimate their costs. Accurate 
cost estimates are needed to determine the amount of the 
bond authorization. Problems and added costs can result 
from overstated or understated bond authorizations. 

The District’s guidelines used to determine which items 
qualify for the capital budget may not be sufficient to ex- 
clude operating items from the capital budget. Using capital 
funds to pay operating items reduces the amount available 
for needed capital improvements. 

The District, when establishing its bond program, did 
not issue any procedures to implement it. Sound program 
management practices require written procedures to delineate 
responsibilities, to inform and guide personnel, and insure 
all required actions are taken when needed. 

The water and sewer revenue projectfons have not been 
as accurate as they should be. Accurate revenue projections 
will be needed to establish the soundness of revenue bonds 
issued to finance water and sewer projects. 

District is approaching its 
legal debt limit 

The District’s leading financial indicators have 
undergone noticeable changes in the last several years. This 
has been particularly evident for the city debt. From 1972 
to 1977, outstanding loans borrowed from the U.S. Treasury 
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have more than doubled and debt service has more than 
tripled. The increases are even more significant on a per 
capita basis because estimates show the City's population 
declined by more than 30,000 residents from 1972 to 1976 
(see table on p. 3). The Home Rule Act authorizes the 
District to borrow funds by issuing its own bonds. 

According to the District's "1980-1985 Capital 
Improvements Program' report, debt will continue to expand 
as the District makes the transition from loan to bond financ- 
ing- It shows accumulated borrowings by FY 1985 to be 
$2.55 billion, an increase of $1.32 billion over the 
$1.23 billion of outstanding long-term loans listed in the 
"Annual Financial Report FY 1977". Also, debt service in 
FY 1985 will increase $116 million over the FY 1977 total 
of $80.8 million. 

With these increases in debt service, the city is 
approaching its legal debt ceiling (the relationship 
between adjusted revenues and debt service expense). The 
following tables show these increases, relationships to 
population, and the estimated revenue and debt service limit. 

2 
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Analysis of Debt and Population 

Year 

1972 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

Debt Debt, Service 
zzz-in mill' 

Population 
rons----- 

aJ$ 546 $ 24.6 

. y 1,068 y 63.4 

bJ 11229.8 bJ 80.8 

1,441 116.0 

1,568 112.0 

dJ 1,729 121.0 

dJ 1,932 129.0 

cy 2,129 145.0 

dJ 2,308 163.0 

a/ 2,453 180.0 

iI/ 2,547 197.0 

753,000 

cJ722,OOO 
II 

II 

II 

II 

I 

n 

II 

” 

II 

Debt Per Capita 

$ 725 

1,479 

1,703 

1,996 

2,172 

2,395 

2,676 

2,949 

3,197 

3,398 

3,528 

aJ1972 Financial and Statistical Report, Financial 
Report p. 3. 

g/Annual Financial Report FY 1977 

s/1975 population estimate in the "District of Columbia Data", 
December 1976. This estimate was also used for the years 
1976 through 1985. A Municipal Planning Office official 
said the 1977 estimate could be used for the period 19770I?5 
because it was near the midpoint of population estimates 
for the District of Columbia. 

g/Debt anticipated to complete projects proposed through the 
1980-1985 Capital Improvements Program. 

3 
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ENCLOSURE I ENCLOSURE I . . 
;g__ . . .., 

: 1 _ ,..>- DISTRICT OF COLUHRIA 
I :/.=. RLVENUE AND DERT SERVICE ESTI?lATES 

*, '.. .:.,: , 
.' ~._ ,' 

.; .> 
: 
'I,. ,, FY 1979 FY 19Rll FY l!-‘Rl FY 1982 FY 19R3 FY 1984 FY 1985 

_ .__- - -- 
: 

^________-_--------------------- I* millions-------------------------------- 
. . 

Rcvcnue : 

', ;. - 
.-,, . . .,._ 

District revenue $1,283.4 $1,398.6 51,461.g $1,528.5 $1,597.7 $1,672.3 $1,747.6 

Loss court Pees 2.4 2.1 2.1 2.1 2.1 2.1 2.1 

Less police f fire 
retirement contributions -' 17.3 18.7 2Q.l 21.6 23.2 24.9 26 . 6 ~ - - - - 

: 1 Adjusted revenue lr263.7 1,377-R 1,439.7 1‘504.8 1,572.4 1,645.3 1,718.9 

14% debt ceiling 176.9 192.9 201.6 210.7 220.1 230.3 240.7 

Total debt service $ 111.7 $ 120.5 $ 129.0 s 144.5 S 162.9 $ 180.4 $ 196.5 

Debt service to adjusted revenue 8.8% 0.7% 9.n% 9.6% 10.4% 11.0% 11.4% 

Source: 1980-85 Capital Improvements Program report and FY 1980 Executive Budget. 

4 
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Capital investment process 

The three principal phases of the capital investment 
process are planning, administration, and financing. In 
order to determine which capital improvements are necessaryl 
goals, priorities, and programs must be established to meet 
the City's needs. Programs should be developed and approved 
to achieve overall goals. Capital improvements should 
support programs and contribute to goal achievement. Financ- 
ing capital improvements requires planning and ranking 
projects in their order of importance or need. 

IMPFOVEMENTS IN PLANNING 
CAPITAL PROJECTS APE NEEDED 

The District has not established city-wide goals on a 
priority basis and has not set forth priorities to guide 
city agencies in their capital project planning. Conse- 
quently, capital project planning reflects agency goals 
and priorities which may not be reflective of high priority 
city-wide goals. Enclosure II shows for-fiscal year 1980 
the amount of capital improvements requested by agencies 
versus the amount recommended by the Capital Improvements 
Program-Technical Advisory Committee. &/ Without formal 
goals and guidelines we have no way of assessing whether the 
projects selected for funding are the ones that have the 
highest priority and need. 

As the District's financial pressures continue, the 
need to choose among competing capital projects to keep 
spending in line with resources will continue. 

The District needs improved capital project planning 
and budget systems that insure the planning and funding 
of projects that support high priority city-wide goals. 
Defining priorities and communicating them to city agencies 
before the capital planning process begins would 

--insure planning of projects that address high 
priority goals, 

l./Zapital Improvements Program-Technical Advisory Committee 
(CIP-TAC) --a committee comprised of members from various 
city agencies and the National Capital Planning Commission 
which reviews capital budget requests from agencies and 
makes recommendations for approval and funding. 

5 
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--provide the information needed by City officials 
to make funding decisions, and 

--insure funding of projects designed to support 
high priority city-wide goals. 

The District also needs to improve capital project 
justifications, scopes of work, and cost estimates before 
a sound borrowing program can be established. Problems in 
these areas have existed at least since 1972. The House 
Appropriations Committee Report (dated May 31, 1972) on the 
District's fiscal year 1973 appropriations bill specifically 
mentioned inadequate project justifications, scopes of work, 
and cost estimates as problems. 

The District's capital improvement guidelines appear to 
allow operating items in the capital budget. Funding 
operating items with long-term debt (1) is not a sound 
financial management practice and (2) decreases the amount 
of funds available to pay for capital projects. Because 
the City is approaching its debt ceiling, it should avoid 
spending borrowed money for operating items because it de- 
creases the amount available for capital projects on a 
dollar-for-dollar basis. Money spent for operating items 
today will be money that will not be available for facilities 
nee,ded in the future. 

Priorities are not formally 
communicated to asencies before 
capital project plans are prepared 

The 6-year Capital Improvements Program is the District's 
main vehicle for identifying and funding the development of 
and improvements to the city's capital facilities. The 
former Special Assistant to the Mayor for Eudget and 
Management Systems annually sent a standard memorandum 
to the heads of agencies which transmitted the Capital 
Improvement Program instructions and guidelines. The 
annual memorandums have typically discussed fiscal consid- 
erations, changes to procedures, and the schedules for 
project submission and review. (See enc. III.) Agencies 
were briefed on such matters as planning and development 
activities in the city, financial planning information, 
long-range budget requirements, status of the current 
Capital Improvements Program, instructions for development 
of new program and the budget policy (e.g., impact of 
construction on operating budget) for the current year. 

6 
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District agencies proposed capital projects and submitted 
them to the Office of Budget and Resource Development, 
formerly called the @ffice of Budget and Management Systems 
(OBMS). (See enc. XV.) CIP-TAC reviewed the projects and 
determined project feasibility and priority. CIP-TAC used 
its criteria (see enc. V.) to determine priorities for 
funding permanent improvements and made recommendations to 
OBMS for funding. OBMS made recommendations to the gayor 
who decided whether the CIP-TAC and OBKS recommendations 
were consistent with his goals and priorities. CBMS then 
prepared the final budget and B-year Capital Improvements 
Program. The budget (Mayor’s Executive Budget) was submitted 
to the City Council for consideration. 

A Municipal Finance Officers Association publication 
states that it is desirable for a city's chief executive to 
advise departments by memorandum of important policy consid- 
erations which he believes should help shape the capital 
program. With this mechanism, for example, the chief 
executive can respond to changing legislation and public 
opinion by shifting emphasis on certain types of facilities 
or accelerate schedules for others. The illustration used 
by the Association was an annual memo from a chief executive 
to a city department (memos were tailored for each department) 
which discussed capital trends and financing and suggested 
for the department specific areas for capital project em- 
phasis to comply with legislation, city council requests, 
and the chief executive’s own desires. 

An OBMS official told us that the city’s priorities are 
not all formalized in written statements but that the CIP-TAC 
members and OEMS personnel are generally aware of the city's 
priorities. He noted that the priority awareness usually 
comes from the Mayor’s budget and policy statements, City 
Council and congressional reports on the budget, and through 
departmental staff meetings usually following Mayor’s Cabinet 
meetings. The official also said that the Mayor and OEMS 
had sent letters and memos to some agencies, at times, that 
advised them of matters affecting priorities such as 
changing legislation. 

OBMS could not provide us with a list or statement of 
the city’s priorities. Although we requested copies of the 
memos sent by the Mayor to department heads, we were never 
provided or shown them because, according to an OBMS/CIP-TAC 
official, they could not be located. In addition, the 
OMBS/CIP-TAC official told us that he was not privy to the 
Mayor’s Cabinet meetings or other contacts between the 
Mayor and department heads where priorities may have been 
discussed. 

7 
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It seems to us that CIP-TAC and OBMS need such 
information along with their priority awareness to be 
able to properly determine the priority projects and 
recommend project funding. 

Conclusion 

The District does not have a list or statement of the 
city's priorities. OBMS officials could not demonstrate that 
District agencies systematically receive notice of city-wide 
priorities before they prepare project proposals for inclu- 
sion in the capital plan and budget. In a government as 
large as the'District's such guidance could result in 
(1) a more efficient preparation of the capital plan and 
capital budget and (2) a plan and budget that are better 
tuned to city-wide priorities. 

Recommendation 

We recommend that the City Administrator highlight the 
city issues and communicate priorities to each agency before 
the annual planning cycle, so the agency head can specifi- 
cally plan projects to meet these priorities as well as 
projects they consider necessary to support their programs. 
The responsible reviewing organizations should use these 
priorities in addition to the other criteria they use, to 
decide whether to recommend projects for approval and 
funding. 

Complete and accurate 
project proposals needed 

District agencies submit capital project proposals 
(justifications, scopes of work, and cost estimates) to 
OBMS for approval. A detailed project justification is 
necessary to evaluate whether a project should be undertaken. 
A complete project description is needed also to determine 
compliance with Home Rule Act capital project criteria 
(see p. 19) and to provide a basis for an accurate cost 
estimate. 

We examined the documentation for two capital projects 
originally scheduled for bond financing to determine 
the adequacy of the project justifications, scopes of work, 
and accuracy of the cost estimates. These projects are 
the Renovation and Modernization of D.C. Children's Center 
and the D.C. General Hospital Renovations and Additions. 
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Renovation and Modernization of 
D.C. Children's Center Project 

This renovation project consisted of 25 improvements 
and repairs designed to correct deficiencies caused by age 
and heavy usage. The budget submitted to the City Council 
estimated the project cost to be $3.3 million with funds to 
be provided from the sale of general obligation bonds. 
The final cost estimate for the project was $5.1 million. 
The difference occurred because the budget request was 
made before the final cost estimate was completed. 
We found: 

1. 

2. 

3. 

The project justification did not include four 
improvement/repair items totaling $195,000 that 
were included in the budget request. The District 
official responsible for reviewing project justifi- 
cations informed us that he did not receive a 
justification for the four items and that some of 
the questions on the project justification form were 
not completely answered. 

The Department of General Services official 
responsible for managing the project said the scope 
of work was not in sufficient detail to accurately 
estimate costs. The official also said that 
in general, many of the scopes of work are 
insufficient and require additional information 
so costs can be estimated. 

Estimates are not checked for completeness or 
accuracy. The cost estimate for one item in this 
project contained errors. We recomputed the 
cost estimate using the same methodology and 
cost factors (including contingencies and inflation) 
as the District's estimators. 

a. The District's estimate for the toilet and 
shower renovation was $150,000 excluding 
overhead costs of $30,000. Our computation 
(excluding overhead) was about $137,000 or 
$13,000 (8.7 percent) less than the District's 
estimate. The difference resulted from rounding 
on the part of the District's estimator. The 
estimator said rounding was acceptable because 
his computation was an estimate. Be also said 
the estimators do not check their work for 
mathematical errors and and that mathematical 
errors usually balance out anyway. 

9 
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The Department of General Services (DGS) in commenting 
to GAO on the budget estimate said, 

"The budget submitted to the City Council for 
Renovation and Modernization of the Children's 
Center did not estimate the project cost to be 
$3.3 million as stated in your report. The 
$3.3 million represented a budget mark instead 
of the total cost of the project. As many of 
the twenty-five projects were to be accomplished 
as the $3.3 million budget mark would allow." 

The Mayor's 1977 Executive Budget to the City Council included 
the project and showed an estimated cost of $3.3 million. 
The budget justification did not include a discussion of the 
information provided above by DGS. More importantly, the 
project was to be funded with general obligation bonds and, 
as discussed on pages 17 and 18, problems can arise when the 
budget estimate is substantially lower than the total pro- 
ject cost. 

DGS's comments to GAO on insufficent scopes of work 
included: 

"The scopes of work included on the capital budget 
schedule II must be sufficiently detailed to 
clearly indicate the major elements that are to 
be accomplished for a project. The major elements 
can often be broken down into hundreds of standard 
work items that must be performed to accomplish 
the project. That level of detail is not required 
in the budget scope of work, but must be taken 
into consideration when developinu the cost esti- 
mates. Thus, in addition to the information pro- 
vided by the scope of work, it is often necessary 
to study as-built documents and make on-site 
investigations before final budget estimates are 
prepared. This is standard procedure within 
the Department." 

As previously stated, the DGS official responsible for 
this project told us that the DHR-prepared scope of work was 
insufficient. He said this occurs because, in general, the 
agencies do not know what needs to be done when they propose 
a project. This was also borne out by a memorandum regarding 
the scope of work for this project from the Deputy Director 
of DGS to the Chief of CIP-TAC. The memorandum stated in 
part that 
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"* * * There are some twenty-six different improve- 
ment projects listed under this project title. On 
the whole, the individual scopes of work are inade- 
quate for budget estimating purposes. Bowever,. we 
have been working extensively with staff members 
of the Department of Human Resources and through a 
series of site surveys and conferences, have esta- 
blished an adequate scope of work for a number of 
these projects." 

The scopes of work must be accurate so sound cost 
estimates can be prepared. As discussed on pages 17 and 18 
the accuracy of cost estimates will be more critical when 
the District issues bonds to finance projects. 

DGS's response to GAO on the accuracy of cost 
estimates was: 

"Contrary to the report, estimates are checked for 
completeness and accuracy. 
number by number, 

Although a complete 
function by function check is 

not made on each project, each project is cross 
checked by standard methods used in the industry, 
e.g. past cost experience, average cost per square 
foot across the Nation and the adjustment of that 
cost to specific areas of the Nation. When the 
final estimate is found to be inconsistent with 
these cross checks, a detailed review and check 
of the estimate is made. Of course, there are 
occasional mistakes which are missed by the 
various checks. As far as rounding-off is con- 
cerned, it is standard practice in the estimating 
profession." 

DGS's response to GAO acknowledged that the mathematical 
accuracy of cost estimates are not regularly checked. 
According to DGS, projects are cross-checked through stand- 
ard methods used, such as, past cost experience, and average 
cost per square foot. These same factors are also used 
to prepare the cost estimates. We believe that accurate 
cost estimates are vital to avoid unnecessary borrowings 
when bonds are issued to finance projects (see pp. 17 and 
18). 

11 
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D.C. General Renovation 
and Additions Project 

The estimated cost and approved budget (including 
construction services and equipment) for this project was 
$14,085,000. 

1. We found the project justification did not discuss 
the $92,800 surgical intensive care unit modifica- 
tion and the scope of work did not include a de- 
scription of this item. Also, the cost estimate 
for construction was based essentially on a 
$2.5 million estimate of the most recent construc- 
tion at D.C. General which happened to be under- 
estimated by about $230,000. 

DGS's comments to GAO in regard to the project 
justification and scope of work were: 

"The D.C. General Renovations and Addition project 
was submitted as an amendment to the FY 1976 
Capital Budget. The project was developed on an 
emergency basis subsequent to notification by the 
Department of Realth Education and Welfare that 
major deficiencies had to be corrected by a spe- 
cific deadline or the hospital would lose its 
funding certification. The budget request was 
developed under these conditions making full 
use of all available resources including an A/E 
consultant. 

"The modifications to the surgical Intensive Care 
Unit were patient safety improvements and were a 
part of the work identified in the scope of work 
as safety improvements and in the project justi- 
fication as improvement of working conditions for 
patients and employees." 

The scope of work referred to by DGS included the categories 
"miscellaneous safety improvements" with no other explanation. 
The project justification stated "the miscellaneous renova- 
tions at DCGE will improve security and working conditions 
for patients and employees within the complex". As previ- 
ously stated the project justification did not include a 
discussion of the surgical intensive care unit and the 
scope of work did not include a description of this item. 

12 
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Cost estimates are 
not accurate 

ENCLOSURE I 

We compared the first budget estimate with the final 
cost for 10 completed projects to determine the accuracy 
of the original budget estimates. The original estimates 
on 7 of the 10 projects were understated in amounts ranging 
from $493,000 to $2,952,500 representing understatements 
from about 16.4 to 121 percent of the original estimates. 
Five of the ten estimates were understated by at least 
46 percent of the original estimates. The net understatement 
for all 10 estimates was $6,967,500 or 35 percent. 

The following table compares the original budget 
estimates with the final costs for the 10 projects. 



Elxxmmz I -1 

Caparison of Cost Estimates with 

Final Costs for 10 Ccmpleted Projects 

First 
Year first budget Cifference over (under) 
authorizd estimate FinalCost oriqinal estimate 

Amount Percent 

ShawBranch Library 1970 $ 772,000 $1,677,000 

Fifth District Station 
House 1970 2,998,OCO 3,491,ooo 

Seventh Cistrict 
Station House 1372 875,800 879,800 

s 905,000 117.2 

493,000 16.4 

4,coo .5 

EhgineCapnyNo. 6 
and Truck canpany 
No. 4 1967 795,000 1,328,OOO 

EZowenElementary 
Addition 1970 1,273,400 1,859,400 

Canrer Elementary 
School Replacement 1968 1,342,ooo 2,201,000 

Highland Elementary 
SChOOl 1970 8,144,OOO 8,92?,500 

Lmgc3on Park (W&t) 
Playground 1968 192,500 

1,107,000 

209,500 

Phelps Vocational 
School Addition 1970 1,041,500 

533,ooc 67.0 

586,001) 46.0 

859,000 64.0 

783,50(! 9.6 

l?,C@O 8.8 

(65,500) (5.9) 

NalcohXElernen~ 
school 1968 2,357,ooo 5,209,500 2,852,501) 121.0 

Total $ $26,824,200 19,856,700 $ 6,367,500 35.1 
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Although we did not review the details of the projects, 
we believe that the large understatements are the result of 
incomplete project planning, incomplete scopes of work, 
inaccurate cost estimates and/or construction delays. Re- 
gardless of the reasons, inaccurate budget estimates may 
lead to problems when bond financing is used as explained 
later. 

DGS's comments to GAO on the accuracy of the cost 
estimates were: 

"Any evaluation of the accuracy of cost projec- 
tions during the period between 1967 and 1976 
will probably reflect an excessively wide range 
between projection and actual cost. The primary 
reason is the instability of the economy during 
that period. * * * The major problem with the 
methodology (used by GAO to evaluate the accuracy 
of estimates) is the assumption that the original 
budget estimate was the anticipated final cost 
of the project and the further assumption that 
the District would use the same procedures to 
develop projects to be financed under the 
Municipal Bond Program. * * *" 

DGS cited three projects, as examples, to support its 
point. One of the examples follows. 

Shaw Branch Library, Project No. 11-17-70 

FY 1970 - First year authorized, only site funds 
-($5o,ooO) were requested. The total estimated cost 
was $772,000 to complete a building of approximately 
20,000 square feet. 

Site $ 50,000 
Construction Services 46,OCO 
Construction 575,000 
Equipment 101,000 
Final Budget Estimate $_772!ooo 

FY 1972 - The final budget cost estimate was deve- 
loped and construction funds were requested from 
Congress. The final total estimated cost was 
$1,751,000. The-building square feet area was 
27,608. 

1s 
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Site $ 141,00@ 
Construction Services 135,000 
Construction 1,335,COO 
Equipment 140,000 
Final Budget Estimate $1,751,00~ 

We believe that a budget estimate should reasonably 
forecast a project's cost. The example provided by DGS 
officials shows that the project was formally approved 
in 1970 at an estimated cost of $772,000. The final 
budget cost estimate of $1,751,000 (more than double the 
approved budget) was developed 2 years later in 1972 
when construction funds were requested. The site costs 
alone nearly tripled from the approved budget. Also, 
the scope of the project expanded after the budget was 
approved. The District will not have an efficient bond pro- 
gram with cost estimates as inadequate as these. 

An issue that remains for this and the other projects 
cited is-- would these projects have been approved had the 
budget requests accurately forecast the costs and scopes? 

DGS commented further 

"However * * * the process in which major scope 
changes are allowed and the cost estimates re- 
vised to reflect those changes will not be used 
under the Municipal Bonding Program. Under the 
bonding program the planning and finalization 
of scope and cost will be concluded prior to the 
request for capital budget funding instead of 
during the multi-year period of incremental fund- 
ing dictated by the congressional appropriations 
process.n 

DGS acknowledged that the original budget estimates 
did not represent the anticipated final cost of the 
project. Changes were made to projects (see pp. 15 and 16) 
which increased the costs and expanded the projects' scope. 
DGS said under the bond program scopes of work and cost 
estimates will be finalized before capital budget funding 
is requested. This will be essential for successful fund- 
ing of capital projects. 

16 



ENCLOSURE I ENCLCSURE I 

Cost estimates affect 
amount of bond financina 

Accurate cost estimates are necessary to determine the 
amount of capital needed to finance projects. Overestimating 
the capital needed to finance projects may lead to issuing 
more bonds and incurring unnecessary debt and interest costs. 
On the other hand, underestimating may require additional 
financing thereby unnecessarily increasing the cost for the 
unfunded portion of capital projects. 

In the past, the District reprogrammed funds borrowed 
from the U.S. Treasury from one project to another 
to adjust for differences between the amount approved and 
the actual cost. 

According to the bond counsel’s report, 1/ reprogramming 
between projects may no longer be possible beEause a 
project’s funds will be limited to the bond issue proceeds. 
Bond proceeds may be used only for the project or projects 
cited in the authorization. When bond authorizations are 
based on inaccurate cost estimates, the following situations 
can arise: 

1. 

2. 

3. 

4. 

Expected cost exceeds the amount of bonds authorized 
and sssued. The District would have to obtain 
congressronal budget approval to increase the 
amount of the project, then increase the bond 
authorization and issue. 

Amount of bonds authorized and issued exceeds 
the cost of the project. The District would have 
to use the excess funds to retire the portion of 
the bond issue exceeding the project cost. 

Bond authorization exceeds the estimated cost 
of the project. The District would not issue 
the full amount of the bonds authorized. 

Project *s cost is expected to exceed the bond 
authorrzatron but no bonds have been sssued. 

L/Report of the law firm (specializing in the approval of 
the validity of municipal bonds) employed by the District 
to conduct a legal analysis of the Home Rule Act’s 
borrowing provisions. 
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The bond counsel states that the District should 
amend the bond authorization act (subject to 
Congressional approval), to change the project's 
description and the amount authorized. 

We believe that in the situation described in item 4, 
it is inadequate to simply amend the bond authorization 
act because a change in bond authorization is really a change 
in the capital budget and should be treated as such. The 
District plans to submit a request for a supplemental budget 
increase to the Congress when bonds issued are insufficient 
to cover a project's cost. We see no reason why this 
procedure should not be followed in all cases where bond 
authorizations need to be increased. Although the District 
will finance projects with money from bond issues, the 
Congress will continue to have budget approval authority. 
An OBMS official agreed that the need for any increase in a 
bond authorization should be requested through a budgetary 
submission to increase the amount for the capital project. 

Conclusions 

We believe that project justifications and scopes 
of work are not always as complete as they should be in 
order to justify projects and estimate costs. In addition, 
the bases and accuracy of some cost estimates are questiona- 
ble. When bond financing is implemented by the District, 
these problems may result in issuing bonds in amounts signi- 
ficantly too large or too small to finance capital projects. 

We also believe that it would be inadequate for the 
District to simply amend the bond authorization act in order 
to change a project's description and increase the amount 
authorized when bonds have yet to be issued. These changes 
are really changes in the capital budget. 

Recommendations 

The City Administrator should: 

1. Insure that all project justifications and scopes 
of work provide enough information to evaluate the 
need for the projects and to estimate cost. 

2. Establish procedures to insure that cost estimates 
are mathematically accurate and developed on a 
sound basis from reliable up-to-date information. 
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3. Require the submission of supplemental budget 
recommendations to the Congress for all projects 
that need bond authorization increases. 

District's criteria may allow 
operating items in the capital budget 

Published criteria for selecting items that should be 
included in a public agency's capital budget for long term 
financing do not provide sufficient specificity to minimize 
judgments concerning the financing of items as capital or 
operating. It appears the District may be including some 
operating items in its capital budget. 

We recognize that the District is faced with many 
difficult decisions in this regard, and that judgments must 
be made as to whether an item should be financed with long- 
term borrowings or with operating funds. Better criteria 
than exist could minimize the subjectivity that creeps 
into these judgments. Also, we believe the District's 
criteria must be refined to incorporate Home Rule Act 
requirements and should reflect the Municipal Finance 
Officers Association guidance to avoid some of the pitfalls 
experienced by other cities. 

The following sections discuss some problems we have 
with the District's criteria for permanent improvements 
and equipment. 

District officials told us the capital budget emphasis 
is shifting from new construction to modernization and 
rehabilitation of existing buildings (permanent improvements). 
As permanent improvements become a large part of the capital 
budget, it becomes increasingly important to have criteria 
that will minimize judgments which allow operating items to 
be paid with long-term debt. 

The Home Rule Act defines a capital project as 

--any physical betterment, or improvement and any 
related preliminary studies and surveys 

--the acquisition of property of permanent nature 

--the purchase of equipment for any public betterment 
or improvement 'when first erected or acquired. 
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Permanent improvements criteria 

In defining Rany physical public betterment or im- 
provement”, the bond counsel’s report stated: 

“Generally, speaking, it is clear that Congress had 
in mind items having a tangible physical existence 
which, under senerai legal and accountinq principles, 
(emphasis added) would be regarded as capital items. 
Thus, a major street improvement involving recon- 
struction and resurfacing would undoubtedly qualify 
as a physical public betterment or improvement, 
whereas street repairs, including such items as 
the filling of potholes, would not. The cost of 
such items would be paid as a current expense.” 

The District’s “Accounting Principles and Standards” 
contain the following criteria defining when betterments 
and improvements are capital items: 

“Fixed assets owned by the District may be changed 
by additions, alterations, betterments, rehabilita- 
tions, or replacements. The principle in accounting 
for these changes is to capitalize the costs incurred 
where they significantly extend the useful life of 
property or Its capacrty to render service, (emphasis 
added) and to remove from the property accounts 
the cost of features superseded or destroyed in 
the process.” 

For accounting purposes, the National Committee on 
Governmental Accounting requires permanent improvements to 
increase efficiency or-extend the useful life of an asset 
and the U.S. General Services Administration requzres 
permanent improvements to provide a new use or extend the 
useful life of the asset. According 
Committee on Governmental Accounting, upkeep of properties 
in a condition for use or occupancy is maintenance and 
is part of the operating budget. 

A Municipal Finance Officers Association publication 
states that many expenditures for fixed assets, such as 
office furniture, equipment and passenger automobiles, 
do not appear to be appropriate to include in a capital 
program or capital budget because of their nature and 
recurring characteristics. On the other hand, expenditures 
for machinery are appropriate for inclusion in the capital 
budget if they are a part of the structures when first 
acquired or constructed (essentially the same requirement 
as the Home Rule Act, see p. 19). 
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OBMS established as part af the Capital Improvements 
Program far 1978-1983, the following criteria defining 
when betterments and improvements are capital items: 

1. replacement or rehabilitation of major mechanical 
systems, or 

2. alteration of a facility ta make it more functional 
for new programmed use. 

In either easer the criteria require that all items must 
increase the assessed or market value of the property and 
have an estimated useful life of at least 10 years. 

An OHMS official responsible for the criteria told us 
that the Office uses a "total project concept" in which 
capital and operating items are combined to form a project. 
He said when such projects are taken as a whole they are 
capital projects. 

A Municipal Finance Officers Association publication 
states that many fixed assets do not appear to be appropriate 
for inclusion in a capital budget. In addition, the 
National Committee on Governmental Accounting's accounting 
principles, U.S. General Services Administration's accounting 
principles and even the District's own accounting principles 
all require a betterment to extend the useful life of 
the property or increase its capacity to render service. 

However, under the District's Capital Improvement 
Program criteria, replacements or rehabilitations of major 
mechanical systems with a useful life of 10 years are eli- 
gible for the capital budget even if they da not increase 
the useful life of the property or increase its capacity_ 
to render service etc. Usetul life should be consrdered 
together with other criteria in determining whether the 
item qualifies for bond financing. 

The District's Capital Improvements Program criteria 
for permanent improvements does not address a fundamental 
principle accepted in the accounting and financial manage- 
ment professions --not financing projects over a longer 
period than their useful life. This principle is, however, 
recognized in the District's criteria for equipment which 
state: 

"In keeping with the requirements of the self- 
determination law and sound financial management, 
the term of borrowing from U.S. Treasury or the 
bond market will be set to approximately the life 
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of the equipment purchase. In no case will money 
be borrowed for a longer period than the expected 
life of the equipment." 

In summary, one item common in the published criteria 
is that permanent improvements must increase the useful life 
of the property. A Municipal Finance Officers Association's 
publication states that many fixed assets do not appear to 
be appropriate for inclusion in a capital budget because 
of their nature and recurring characteristics. The Rome 
Rule Act authorizes the purchase of equipment as part 
of a capital project for any public betterment or improvement 
when first acquired or erected. 

Existing published criteria are not adequate to 
consistently distinguish capital from maintenance items. 
The budget for the renovation and modernization of D.C. 
Children's Center project provided for general obligation 
bond financing. The following list of items which were 
included in the capital budget could have been classified 
as maintenance items. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

ITEM COST ESTIMATE 

Replace heat distribution system- 
Cedar Knoll 

Replace heat distribution system- 
Forest Haven 

Replace defective heat and air conditioning 
lines-Central Administration Building 

Increases electrical service- 
Forest Haven Cottages 

Install sump pumps-all locations 

Replace air handling units-Wilson 
Cottages, Cedar Knoll and Holly Cottage- 
Forest Haven 

Repair or replace condensate lines from 
laundry to power plant-Oak Hill 

Improve street lighting-Forest Haven, 
Maple Glenn and Cedar Knoll 
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$1,620,000 

870,000 

138,000 

61,000 

78,000 

84,000 

114,000 

204,000 



ENCLOSURE I ENCLOSURE I 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

Administration building control area- 
Eilaple Glenn 

Replace pump in power plant-Forest Haven 

Rewire recessed light fixtures in nursery- 
Forest Haven 

Replace underground service to entrance 
lights 

Repair gymnasium floor-Cedar Knoll 

Renovate linen storage areas-Central 
Infirmary and Central Laundry 

Install catwalks in power plants-Forest 
Haven and Oak Hill 

7,800 

20,40@ 

7,200 

10,200 

24,000 

12,000 

16,80n 

Total $3,267,400 

Eauipment criteria 

The Home Rule Act states that equipment is eligible 
for bond financing if purchased for any public betterment 
or improvement when first erected or acquired. 

The Capital Improvements Program instructions state, 
however, that certain types of equipment are eligible for 
inclusion in the capital budget, even though it is for 
renovations or replacement. These two types of equipment 
are: 

Group I Items permanently connected and designed 
as an integral part of the building. Ex- 
ample: boilers , generators, elevators, 
escalators, nurses call stations, pneumatic 
tube system, air conditioning and exhaust 
systems. 

Group II Items permanently connected to building 
services or the structure itself for 
which design characteristics must be 
coordinated with the various mechanical 
trades. Examples: laundry machines, 
sterilizers, dishwashers, walk-in 
refrigerators and freezers, ovens and 
X-ray units. 
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A new financial management system for the District 
is being designed by the Temporary Commission on Financial 
Oversight of the District of Columbia and is subject to . 
approval by GAO. The financial management system will 
include a system for capital budgeting. The District will 
have to improve the criteria for including items in its 
capital budget in order to properly implement the new 
system. 

Conclusions 

items 
We believe that the District’s criteria for including 

in the capital budget for long-term financing are not 
clear enough to exclude operating items. The criteria may 
be subjectively interpreted and should be refined so the 
District can avoid some of the pitfalls experienced 
by other cities. 

Recommendations 

We recommend that the City Administrator refine and 
clarify the criteria for determining when betterments and 
improvements are to be considered as capital items and 
thus eligible for bond financing to minimize subjective 
interpretations. The criteria established should be con- 
sistent with the Eome Rule Act, the District’s Accounting 
Principles and Standards and take into account the other 
criteria cited in this report. All items currently in the 
capital budget that do not meet refined and clarified 
criteria should be removed from the capital budget. 

We also recommend that Group I and Group II equipment 
classifications be eliminated. The items previously 
classified as Group I and Group II should be required to meet 
the criteria for permanent improvements before they 
are included in the capital budget. 

IMPROVEMENTS NEEDED BEFORE BOND 
PROGRAM IS REINSTITUTED 

The District was in the process of preparing a bond 
program before the first bond issue was postponed. A bond 
counsel was retained to review the Cistrict’s bond 
authority and outline a course of action for the program. 

This section discusses some improvements that should 
be made before the bond program is reinstituted in 1991. 
Improvements concern establishing formal bond issuance 
procedures, and accurately projecting water and sewer 
revenues to establish the soundness of revenue bonds. 
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Formal bond issuance 
procedures needed 

Although preparations were made for the first bond 
issue, the District never adopted formal procedures to 
issue bonds. District officials said they planned to follow 
the requirements in the Rome Rule Act and the course of 
action proposed in the bond counsel report. Accordingly, 
the following actions were planned by officials. 

1. 

2. 

3. 

4. 

5. 

Advertise the bond issue by publishing a notice 
of sale in certain newspapers. 

Prepare and distribute a brochure or fiscal 
statement setting forth the details of the 
proposed bond issue and a full disclosure 
statement covering the District’s fundamental 
strengths and weaknesses as well as its assets, 
liabilities, and sources of revenue. 

Obtain a bond rating from one or both of the 
major bond rating agencies. 

Accept bids and deliver bonds to the successful 
bidder. 

Provide for the repayment of bonds issued. 

Conclusion 

A successful bond program results from good planning, 
coordinating, and meeting deadlines and timetables. Writ- 
ten procedures would delineate responsibilities and 
establish the steps needed to inform and guide personnel 
and insure all required actions are taken when needed. 

Recommendat ion 

We recommend that the City Administrator direct OBMS 
to adopt formal detailed procedures before reinstituting 
the bond program. 

Accurate water and sewer 
revenue forecasts are needed 

The Office of Budget and Management Systems used revenue 
forecasts to establish the amount of borrowing for the coming 
year and 6-year planning period. Accurate revenue forecasts 
are important to determine the level of capital investment 
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that can be afforded and to insure that the legal debt 
ceiling is not exceeded. 

The Department of Finance and Revenue is responsible 
for estimating the District’s future revenues for budgeting 
and planning purposes. The Department drafts projections 
on a current-year and multi-year basis and updates them 
periodically. It also calculates the effect that tax 
authority changes will have on City revenues. 

Projections of the City’s revenues from year to year 
have been reasonably accurate. The schedule below compares 
actual revenue with previous year estimates from fiscal 
years 1970 to 1975. The revenue amounts have been adjusted 
to show the revenue from which the debt ceiling is calculated. 

Comparison of Estimated and Actual Revenue 
for Fiscal Years 1970 to 1975 

Fiscal 
year 

Difference 
Estimated Actual over (under) 

revenue revenue estimate 
Amount Percent 

---------------millions--------------- 

1970 $548.475 $540.008 ($8.467) (1.54) 

1971 608.698 616.908 $8.210 1.35 

1972 684.907 681.237 ($3.670) (0.54) 

1973 746.209 733.773 ($12.436) (1.67) 

1974 777.983 779.440 $1.457 0.19 

1975 839.335 826.278 ($13.057) (1.56) 

The accuracy of water and sewer revenue estimates, 
however, is a different matter. A Department of Finance 
and Revenue official said water and sewer revenues are 
difficult to estimate. This is caused primarily by the 
difficulty of maintaining the billing and collection 
cycle which causes miscalculations of revenue flows 
that effect the accuracy of projections. 

Though these revenues represent a relatively small 
portion of the budget, they are significant because water 
and sewer services will require a good deal of capital 
investment in the future. According to the 1980-85 
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Capital Improvements Program Report, water and sewer 
projects will account for about 22.4 percent of the City’s 
total capital requirements in that period. If water and 
sewer revenues are to finance related debt service and 
bond retirement costs, accurate revenue projections will 
be necessary to establish the soundness of revenue bonds 
issued for water and sewer capital improvements. Water 
and sewer revenue projection errors could result in 
insufficient funds to pay all bond costs. 

The chart below compares estimated water and sewer 
revenues with actual revenues. The difference between 
revenue projections and revenue received is substantial. 

Water and Sewer Revenue Estimates (note a) 
1970-1975 

Difference 
over (under) 

original estimate 
Amount Percent Estimate Actual 

-----w---(000 omitted)--------- 

1970 $24,496 $22,510 (1,986) (8.1) 

1971 24,288 25,573 1,285 5.3 

1972 25,597 27,656 2,059 8.0 

1973 29,389 25,753 (3,636) (12.4) 

1974 33,303 29,122 (4,181) (12.6) 

1975 35,710 30,646 (5,064) (14.2) 

s/Comparative Reports of Revenue and Other Receipts by Funds 
D.C. Department of Finance and Revenue 

A Department of Finance and Revenue official said that 
a good deal more accuracy should be achieved in projecting 
these revenues and that an accurate estimate should be within 
2 percent of actual. 

The Department of Finance and Revenue comments to GAO 
on the accuracy of water and sewer estimates included: 

“At present it is difficult to estimate sewer and 
water service charge revenues for several inter- 
related factors. Because DFR is not closely famil- 
iar with the water and sewer billing system it is 
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unable to pinpoint the exact problems but can only 
address the problems it has encountered or surmised 
as it has attempted to gather information for pre- 
paring the estimates. First, the water consump- 
tion data does not appear to be reliable. Second, 
there seems to be uncertainty regarding accounts 
receivable and delinquency rates. Third, it has 
been difficult to anticipate the number of bills 
which could not be mailed because of errors or 
the number of bills returned or challenged be- 
cause of error. * * * There are undoubtedly other 
problems --such as partial payments and the lack 
of enforcement action such as water cutoffs-- 
which cause estimating errors. 

“* * *At the present both DES and DFR are eagerly 
awaiting the launching of a new water and sewer 
service billing system being developed under the 
auspices of the Temporary Commission on Financial 
Oversight. One of the features of this system 
is the development of an information base, pro- 
cedures and a software package for estimating 
revenues. It is expected that by late Fiscal 
Year 1979 this system will allow DES to begin 
to estimate accurately water and sewer revenues.” 

Conclusion 

Revenue projections for water and sewer services 
have not been as accurate as they should be. These 
inaccuracies largely result from problems in the water 
and sewer services billing system. Accurate revenue pro- 
jections are needed to establish the soundness of revenue 
bonds. 

Recommendation 

We recommend that the City Administrator develop 
procedures for preparing accurate estimates. The estimates 
should be reviewed and approved before they are finalized 
and published in financial reports. 
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Summary of 
FY 1980 Permanent Improvements Request 

and CIP-TAC Recommendations 
($ Thousands) 

Agency 

Public Schools 

University of the 
District of Columbia 

Publi c Library 

Department of Recreation 

Police Department 

Fire Department 

Department of Corrections 

Department of General Services 

Department of Human Resources 

D.C. General Hospital 

Department of Environmental 
Services 

Total 

Amount 
Requested 

$101016.4 

2,064.O 240.0 

4,262.4 1,368.O 

10,620.O 11470.0 

3,528.O 762.0 

3r421.2 924.0 

768.0 600.0 

21022.0 396.0 

14,025.6 512.4 

1,214.4 434.4 

645.6 

$52,587.6 

Source: Office of Budget and Management Systems 
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Amount 
Recommended 

$ 3rO62.8 

354.0 

$10,123.6 
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GOVERNMENT OF THE IXSTXWT’ OF C43LUMElA 

; 

ADMINISTRATIVE ISSUANCE SYSTEM 

hiayor’s Jfemoran$m 78-56 
, . . (1 

;&qy I?gje 

TO: Beads of Selected Agencies 

ORX+INAToB: Comer S. Coppie, the Mayor 

SUBJECT: Preparation of the FY 1980-1985 Capital Improvements 
k0griUJl 

’ Attached are the instructions and guidelines to be used-in 
preparing the 1980-1985 Capital Improvements Program. This program 
is the major planning-programming document for development of and 
improvements to the capital facilities of the District of Columbia 

- Government. 

During the past six-year period, the District Government 
initiated in excess of 200 Capital Improvements projects with a 
total cost of more than $1 billion. These projects are currently 
in process and will be completed during the next several years. The' 
projects will provide the City with new and modernized facilities and 
will increase the capacity of the District to provide services in all 
program areas. 

Since this major program is nearing completion, the emphasis 
in the 1980-1985 Capital Improvements Program will be upon the pre- 
servation and improvement of existfng facilities rather than the 
continued expansion of program space. This will allow the District 
Government to evaluate the impact of new facilities that have already 
been funded before additional expansion is requested. 

In planning capital improvements for the 1980-1985 period, 
agencies should analyze the possibility of making better use of 
existing space or of co-locating with other agencies before new or 
replacement facilities are requested. Unused or underused space 
should be identified either for use for other program requirements or 
for sale as surplus property. Each agency should carefully evaluate 
its current and proposed facilities In order to develop programs for 
maximum energy conservation. In no instance should projects be pro- 
posed that will result in additional operating budget program expen- 
ditures. The following changes in the procedures and information 
requ5red for the Capital Tmprnvcmcnts &pest r.hmlJd he noted: 

. . 
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1. The call to agencies for permanent improvements. 
projects was issued prior to the regular budget 
call in order to allow the Department of General 
Services adequate time to fully define and develop 
the total Fiscal Year 1980 permanent improvements 
request. Submitted projects that conform to the 
'@Guidelines on Permanent Improvements for Fiscal 
Year 1980" have been referred to DGS for the pre- 
paration of valid cost estimates. Projects that 
did not meet those guidelines have been returned 
to the agencies for development as individual 
capital improvements projects or for inclusion in 
the agencies' operating budget requests. Although 
DGS will present the over-all PY 1980 permanent 
improvements package , agencies are still expected 
to continue to work with the Department of General 
Servfces in the development of their long range 
permanent improvements plans and schedules. These 
procedures for the development of the permanent 
improvements aspect of the CIP will be followed in 
the future. 

2. Unlike prior Capital Improvements Program 
Instructions, which were reissued in their entirety 
each year, this year's-manual has been developed 
for continued use throughout the Six-Year program 
period. Future CIP Instructions will consist of 
annual revisions and additions to this basic manual, 
which should be retained on permanent file for later 
use. 

3. Agencies are now required to report all capital 
improvements that are programmed for District facili- 
ties during the upcoming fiscal year, including those 
improvements that are funded from some source other 
than the capital budget , such as Federal grants. A 
new OBMS Form 12 has been developed for this purpose 
and should be completed according to the guidelines 
contained in these instructions. 

A list of individuals to contact for additional information on 
the prcpntatfm of the FY 1380 l,urltic!t awl nub-yew rrullmLatlion itl tlttucfwd, 
as is the schedule for the submission and review of the Six-Year Capital 
Improvements Program. As noted on the schedule, all submission's must be 
forwarded to the Capital Improvements Division, Room 1212, Munsey Building, 
NOT LATER THAN JUNE 1, 1978. The original plus eleven completed copies of 
the submission are to be transmitted in writing from each agency head to 
the Director of the Office of Budget and Pfanagement Systems. 
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Any questions concerning the 1980,-1985 Capital. Improvements Program 
should be referred to Harold Walker, Acting Chief, Capital Improvements 
Division on Extension 629-3481. 

Attachment 
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Attachment A ., 4’ 

1980-1985 CAPITAL IMPROVPiENITS PROGRAM SCHRDULE 

The schedule that follows summarizes the established miles tone 
dates for preparation of the Six-Year Program. Each date specified must 
be met in order to release the FP 1980 Capital Budget and 1980-1985 
Capital Improvements Program on a timely basis. 

Date 

May 3. Release Instructions to Agencies 

June 1 Full Agency Submissions Due 

June S-16 CIP-TAC Review of Agency Submissions 

June 26 CTP-TAC Recozmnendations Completed 

June 28 Cash Flow Estimates to Agencies 

July 14 Mayor's Recommendations Completed 
Cash Flow Estimates Due 

July 17 - . 
August 7 Prepare Final CIP and FY 1980 

Capital Budget 

August 8 - 
Sept. 8 Typesetting and Printing 

September 11 Budget and Six-Year Program Ready 
for Release 



ENCLOSURE IV 

Step 1: 

Step 2: 

Step 3: 

Step 4: 

,. 
EMCLOSURE IV 

Summary of the 
Capital Budcret Process 

District agencies are briefed on planning and 
development activity going on in the city by 
representatives of the Municipal Planning 
Office, the Office of Budget and Management 
Systems, the Department of Housing and Community 
Development, the National Park Service, and the 
National Capital Planning Commission. The pur- 
pose of the meeting is to provide planning infor- 
mation and analysis of potential impacts on agency 
plans for capital improvements, District priori- 
ties for development are identified such as around 
the Civic Center, Metro Stations, Pennsylvania 
Avenue, Downtown, and Urban Renewal Areas. 

District agencies are briefed on financial planning 
information, long range budget requirements, status 
of current capital improvements program, instructions 
for development of new program, and budget policy 
for current year. 

Agencies submit projects to OBFS. Projects are 
then reviewed by the Capital Improvements Program- 
Technical Advisory Committee (CIP-TAC) composed of 
representatives from: Office of Budget and Manage- 
ment Systems, Municipal Planning Office, Department 
of General Services, Department of Housing and 
Community Development, Community Services Division; 
and the National Capital Planning Commission. CIP- 
TAC determines project feasibility and priority 
based on factors such as: coordination with other 
planning efforts in the City, program justification 
and scope of work, impact on operating budget, and 
alternatives. CIP-TAC makes recommendations for 
funding to the Director, Office of Budget and 
Management Systems. 

After agency appeals to CIP-TAC recommendations, 
OBMS makes recommendations to the Mayor who decides 
whether the CIP-TAC and OBMS recommendations are 
consistent with his goals and priorities. Agencies 
are given the opportunity to appeal and provide 
additional information for consideration if the 
Mayor initially rejects a proposal. OHMS then 
prepares final budget and six-year capital 
improvements program based on recommendations. 
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ENCLOSUPE IV ENCLOSURE IV 

Step 5: 

Step 6: 

Step 7: 

Step 8: 

Step 9: 

Source: 

Mayor’s Executive Budget is submitted to the City 
Council for consideration. 

City Council acts on Mayor's Executive Budget based 
on its goals and priorities. 

City budget is submitted to OMB for review. Presi- 
dent then submits budget to the Congress. 

House and Senate Appropriations Subcommittees on the 
District of Columbia holds hearings and acts on the 
city's proposals. 

Budget is signed into law by the President. 

Office of Budget and Management Systems 
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ENCLOSURE V ENCLOSUPF v 

CIP-TAC’s Criteria for Evaluation 
of Permanent Improvements Program 

The basic criteria for evaluating and determining 
priorities for funding of permanent improvements in the 
fiscal yeas 1980 Capital Budget are as follows: 

1. 

2. 

3. 

4. 

5. 

Source: 

Statutory/Code Requirements - mandatory projects 
necessary to comply with Federal and Local statutes 
and codes. Examples of such projects are: Com- 
pliance with Section SO4 of Rehabilitation Act of 
1973, Occupational Safety and Health Administration 
(OSHA) compliance, etc. 

Basic Facility Improvements - improvements necessary 
to keep present facilities functioning. Examples 
of such projects are: roofing replacements, boiler 
replacements, heating and air-conditioning systems 
replacements, etc. 

Efficiency Improvements - improvements that increase 
building efficiency, perhaps with long-term cost 
savings. Examples of such projects are: electrical 
modernizations, energy improvements, security 
systems, etc. 

Program Space Improvements - improvements that in- 
crease program service delivery capabilities. 
Examples of such projects are: modernizations 
of labs, off ice space , police and fire stations, 
conversions to accommodate existing programs 
from leased facilities, etc. 

Program Space Expansions - improvements required to 
support new program initiatives or new program space 
to be housed in existing facilities. Examples of 
such projects are: library/media center conversions, 
science laboratory conversions, etc. 

Office of Budget and Management Systems 
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